	IGCSE BUSINESS STUDIES



PRODUCTION

The production function

In order to satisfy the wants of consumers, businesses go through a process of producing goods and services.  This process takes the factors of production (land, labour, capital and enterprise) and transforms them into a product/service, which can then be sold in the marketplace.  Hopefully this will be done in as efficient manner as possible.  What a business needs to do is to choose the right method of production for their particular product or service.  Choosing the wrong method can be an expensive mistake to make.

Methods of organising production

There are three main types of production process and they can be categorised on two factors:

1)
Volume of production (e.g. how many units are produced)

2)
Method of production (how they are produced)

The diagram below shows how the different methods relate to each other.
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TASK

Use pages 299 – 300 from your textbook to complete the table below.

	Method
	Definition
	Advantage
	Disadvantage


	JOB
	
	
	

	BATCH
	
	
	

	MASS/FLOW
	
	
	


TASK

Now complete Activity 22.1 on page 301 of your textbook on lined paper and add to your workbook.

QUALITY CONTROL

What is quality?

If a customer is faced with many different goods or services at a similar price, they are likely to consider quality when making their choice.  Quality could be described as those features of a product or service, which satisfies customer’s wants.  Customers’ will generally chose the highest quality product they can find at the price they are willing to pay.  However, people do not necessarily always want to pay a high price to gain top quality in everything they buy.  They may be satisfied with a cheap product that they realise is not high quality.  But maybe it doesn’t need to be top quality – like a dishcloth or a biro.

Quality is one way to segment a market.  Businesses realise that different people have different needs from products (and different budgets to satisfy those needs).  Take the example of cars.  Lots of people may want a top of the range BMW or Mercedes.  However, not everyone can afford them.  You may only be able to afford a Mazda or a Ford.  Worse still you may only have the budget for a Lada or a Trabant.  Different car companies will satisfy the demands of different segments of the market.


Quality control

There are two approaches to quality control.  There is the traditional method, which was introduced during the industrial revolution.  Here products were made for the first time on large assembly lines.  A percentage of products were inspected at the end of the assembly line and, if they were OK, they were sold to customers.  If not, they were either mended or scrapped.  This is quite wasteful and often means that some products (which are not part of the sample which is inspected) got sent to customers even though they were not in perfect working order – and we all know how annoying that is!

The other – more modern – approach to quality control is to involve the whole workforce in quality control – not just an inspector at the end of the production process.  This method is called TOTAL QUALITY MANAGEMENT.  Here each employee is responsible for the quality of his or her small part in the production process.  They should aim to have ZERO DEFECTS in their work i.e. no mistakes.  This way, an inspector is not needed at the end of the line and customers are guaranteed to get a product in excellent condition.  This is an expensive process to set up but it is worth it in the long run as it also helps keep employees happy and motivated in their work.
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